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Abstract: Accounting information systems (AIS) is essential to process 
business data into useful information. Indeed, empirical evidence 
suggested that the use of AIS has a positive impact on firm 
performance. Previous studies were concentrating on small and 
medium-sized enterprises (SMEs) and public listed companies leaving 
a gap in the co-operative literature. Furthermore, the users of different 
types of AIS software that contribute towards improving the firm 
performance were not adequately explored. As such, this paper draws 
on the resource-based view (RBV) to examine the gap issue. Using 
mail questionnaire survey, data were collected from 120 co-operatives. 
Findings from this study suggest that commercial and developed-in-
house AIS software are mostly used by co-operatives. Also, the 
findings suggest that co-operatives performance is not associated with 
the types of AIS software used by the co-operatives. This study 
provides valuable insights into the implementation of AIS among 
Malaysian co-operatives, which has received little attention thus far 
from academic, governmental and professional bodies.  
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1. INTRODUCTION  
 
Accounting information system (AIS)1 is asserted to contribute towards improving the 
performance of business organisations. Empirical evidence suggested that the use of AIS 
                                               
* Corresponding author: E-mail: hadzrami@uum.edu.my  
1 AIS is defined as computer-based systems that capture and process financial data (i.e. daily transactions) into useful information 
for decision making (Nicolaou, 2000). 
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provides a significant impact on firm performance (Ismail & King, 2005b; Kharuddin, 
Ashhari, & Nassir, 2010; Kouser, Rana, & Shahzad, 2011; Soudani, 2012). The use of AIS 
enables the organisation to process business data into useful information effectively and 
promptly. As a result, managers can make a sound business decision that will positively 
affect organisational performances. Studies on AIS involved various issues. They include 
AIS adoption (see Elbarrad, 2012; Edison, Manuere, Joseph & Gutu, 2012; Mollanazari & 
Abdolkarimi, 2012); AIS usage (see Ismail & Zin, 2009); AIS roles (see Heidhues & Patel, 
2008) and AIS implementation (see Ismail & King, 2005a) to name but a few. This signifies 
the importance of AIS to the world communities or business organisations, in particular. 
However, most of these studies were confined to investor-owned firms (IOFs) domain 
namely small and medium-sized enterprises (SMEs) and listed companies (see for 
example Bharadwaj, 2000; Ismail & King, 2005; Karimi et al., 2007; Kharuddin et al., 2010; 
Kouser et al., 2011; Ravichandran & Lertwongsatien, 2005; Salehi et al., 2012; Soudani, 
2012). Studies on AIS in a co-operative environment, however, is found to be lacking (the 
study of King & Shuker, 1991, is notably excluded). This could be because cooperative 
has not been a trendy research area as compared to SMEs and listed companies (Othman 
et al., 2012). 
 Co-operatives are regarded as an essential business organisation for their significant 
economic and social contribution (Harun & Mahmood, 2012). They also have been 
highlighted by social philosophers and economists around the world as an essential 
mechanism for growth and development (Othman & Kari, 2008). Indeed, cooperatives now 
are established in most of the world. They can be found either in developed countries of 
Canada, the United States and Europe or the developing countries such as Asia, Africa 
and South America. The co-operatives membership are recorded more than one billion 
people worldwide (ICA, 2013). Malaysia itself has more than seven million memberships 
which represent approximately twenty-five percent (25%) of the population (MCSC, 2013). 
This indirectly indicates the support and confidence from global communities to the co-
operative movement.  
 A review of the related literature suggests that co-operatives, Malaysia in particular, 
are displaying low performance. For instance, the statistic released by the Malaysia Co-
operative Society Commission (MCSC)2 as of June 30, 2016, shows that nearly 50% of 
13,247 co-operatives are operating at a loss. In addition, out of 13,247 co-operatives, 88% 
(11,627) of them are categorised as micro3 co-operatives. This issue needs to be carefully 
addressed by looking into ways of improving the individual co-operative performance that 
will directly increase the performance of co-operative sector as a whole. The use of AIS 
could be an option. Indeed, some studies found that AIS usage contributes to organisation 
performance (Ismail & King, 2005b; Kharuddin et al., 2010; Kouser, Awan, Gul-e-Rana, & 
Shahzad, 2011; Salehi, Abedini, & Rasouli, 2012; Soudani, 2012). 
 Theoretically, the Resource-Based View Theory (RBV) is used to investigate the 
sources of sustained competitive advantage for firms (Barney, 1991). The RBV is built 
upon two assumptions. First, resources are heterogeneous; in consequence, competing 
firms can own different bundles of resources. Second, resources are immobile; differences 
in resources can be subject to sustainability (Barney, 1991). Firms are known to have 
various resources. However, not all resources hold the potential for sustained competitive 
advantage. The RBV suggests that a resource must display four attributes to be a potential 
source of competitive advantage (Barney, 1991). These attributes are valuable, rare, 
imperfectly imitable and non-substitutable. A resource is valuable when it can assist firm 
in formulating and implementing strategies to become more effective and efficient.  
                                               
2 MCSC is the governing body of co-operatives in Malaysia. 
3 Co-operatives with annual turnover of less than RM200,000. 
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 A resource is considered as rare when it is scarce and not available to another 
competitor firm. Meanwhile, a resource that is imperfectly imitable when it is impossible 
for other competitor firms to acquire. For example, a valuable resource is possessed by 
only a single firm. On the other hand, a non-substitutable resource refers to a resource 
that is difficult to replicate and exchanged with other alternatives. Firms that own valuable 
and rare resources could obtain a short-term competitive advantage. In sustaining a long-
term competitive advantage, firms must be able to safeguard their resources from 
replication, transfer, or substitution (Wade & Hulland, 2004). In general, resources refer to 
all assets, capabilities, processes, firm attributes, information, and knowledge that are 
possessed by a firm that are useful to detect and respond to market opportunities and 
threats (Barney, 1991; Wade & Hulland, 2004). In the context of IS, IS resources refer to 
the combination of IT assets and IT capabilities (Aral & Weill, 2007).  
 This paper reports and discusses the results of a study which investigates the use of 
AIS software in the context of Malaysian co-operatives. The objectives of this paper are 
two prongs. First, to document the types of AIS software used by co-operatives. Second, 
to examine the relationship between the types of AIS software used and performance of 
the co-operatives. Based on the fact that previous studies in AIS were confined to SMEs 
and listed companies, this paper contributes to AIS literature by extending the research 
into co-operatives domain. In addition, the findings from this study would provide important 
insights into the current profile of AIS software usage among Malaysian co-operatives. 
The information may assist relevant government agencies in preparing a more 
comprehensive plan for co-operatives. Also, considering AIS potential in assisting 
management function of co-operatives, this paper is could be used as a reference for co-
operatives’ management in choosing the suitable AIS software for their daily business 
operation.  
 This paper is organised as follows. The next section, Section 2, is a review of related 
literature. The methodology is presented in Section 3, followed by results and discussion 
in Section 4. A conclusion in Section 5 concludes this paper. 
 




A co-operative is defined by the International Co-operative Alliance (ICA) as “…an 
autonomous association of persons united voluntarily to meet the common economic, 
social, and cultural needs and aspirations through a jointly-owned and democratically 
controlled enterprise” (ICA, 2014). To further describing co-operatives, Othman & Kari 
(2008) underlined three main characteristics of a co-operative. Firstly, a co-operative has 
to be a self-governing non-government organisation. Secondly, a co-operative need to be 
owned and controlled by the members themselves; and lastly, its objectives are to improve 
the economic and social development of its members. These characteristics are 
respectively referred to by Katz (1998) as user-control and democratic principle; user-
owner principle and user-benefit principle. The user-control and democratic principle 
stress on the equal rights and eligibility of members to take part in the co-operatives’ self-
autonomy. The user-owner principle emphasises the member's responsibility provide 
equity to co-operatives while being the co-operatives’ suppliers or customers at the same 
time. Meanwhile, the user-benefit principle requires co-operatives to sustain economic 
efficiency and profitability or the social interests of the members. 
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2.2 AIS Related Studies 
 
Previous studies suggested that the use of AIS provides a significant impact on 
organisation’s performance. For example, Salehi et al. (2012) examined the impact of AIS 
on the financial performance of 118 firms listed in Iran. They found that firms with excellent 
AIS performance have a positive effect on firm performance. In another study, Soudani 
(2012) studied the performance impact of AIS among 74 listed companies in the United 
Arab Emirates. He found that AIS has a significant effect on firms’ financial performance. 
Additionally, Kouser et al., (2011) investigated the effects of AIS on the profitability of 66 
public listed companies in Pakistan from 2005 to 2009. Consistent with previous studies, 
they also found that AIS has a significant influence on the companies’ profitability. Grande 
et al. (2011) examined the performance impact of AIS among 74 SMEs in Spain. They 
found a positive impact of AIS on two aspects, namely banking and fiscal management, 
and performance indicators.  
 In the context of Malaysia, Ismail and King (2005b) surveyed 310 manufacturing 
SMEs to examine the performance impact of the alignment of AIS capacity with AIS 
requirements. They found that the performance of with high AIS alignment group is better 
than low AIS alignment group. In a recent study, Kharuddin, Ashhari & Nassir (2010) 
investigated the relationship between AIS and performance of Malaysian SMEs. Using 
panel data for the period of five years (i.e. 2004 to 2008 inclusive), they found that SMEs 
adopting accounting information system show significant improvement in performance 
compared to non-adopters. Although substantial studies have shown that AIS has a 
significant impact on firm performance, most studies do not adequately explain the types 




3.1 Data Collection 
 
A questionnaire survey was conducted to collect the data. The unit of analysis of this study 
was the organisation level. The target population in this study was the co-operatives that 
are registered with the MCSC. The statistics published in the MCSC website show that 
the total of 12,493 co-operatives registered with the MCSC as at June 2015. However, 
this study excludes micro co-operatives (total of 10,920 co-operatives) since the majority 
of micro co-operatives are relatively very small with less capital. There is a high possibility 
that they do not use AIS in their operation. All in all, the total of 1,573 co-operatives is the 
final population of the study comprising large, medium and small co-operatives.  
 The sampling frame is extracted from the directory of cooperatives in Malaysia. The 
directory is acquired from The Statutory and Registration Department of Malaysia Co-
operative Commission as suggested by Harun and Mahmood (2012). The total of 1,573 
co-operatives from large, medium and small clusters were included in the sampling frame. 
For a population frame between 1,500 – 2,000 firms, Bartlett, Kotrlik, and Higgins, (2001) 
suggested a minimum samples size of 112. In order to ensure a valid number of response 
received, 1000 co-operatives was selected for this study due to a low response rate been 
anticipated. 
 This study utilised simple random sampling as a sampling technique. A total of 1000 
co-operatives across Malaysia were randomly selected from the MCSC directory. 
Following previous works (i.e. Aral & Weill, 2007; Chen, 2012; Zhang, 2007), the 
questionnaires were mailed to the manager of several co-operatives using the 
respondents’ correspondence addresses as provided in the directory. The managers were 
considered as the most crucial likely person that can furnish information since they are 
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directly involved in daily activities of the cooperative (Harun & Mahmood, 2012). A soft 
reminder letter was mailed after two weeks to all the respondents reminding them to 
complete and return the questionnaires. A total of 161 responses were received resulting 
in a response rate of 16%. Out of these responses, 41 were discarded due to incomplete 





The cooperative performance was measured using subjective measures of market-based 
performance and operating performance adopted from Ravichandran and Lertwongsatien 
(2005). Since the financial data of the respective co-operatives were not publicly available, 
this study followed Dess and Robinson (1984) that suggested subjective perception data 
of organisational performance might be considered in the absence of objective data. 
Furthermore, managerial assessments of company performance are highly correlated with 
objective performance indicators (Dess & Robinson, 1984; Venkatraman & Ramanujam, 
1986). 
 Operating performance is measured using a four-item scale that assesses the extent 
to which the profitability, productivity, and financial performance exceeded those of their 
competitors for the past three years (i.e., 2013-2015). Market-based performance is 
measured using a three-item scale that assesses the success of the co-operative in 
entering new markets and in bringing new products and services to the market for the past 
three years (i.e., 2013-2015). All items were measured using Likert scales ranging from 1 
(strongly disagree) to 5 (strongly agree). 
 
4. RESULTS AND DISCUSSION 
 
The Statistical Package for Social Science (SPSS) version 18.0 was used to analyse the 
questionnaire data. Descriptive statistics were conducted to report the frequencies, means 
score and standard deviations of the demographic data, group cohesiveness and 
organisational performance. Chi-square test of independent was used to test the 
relationships between type of AIS software used and co-operative performance. 
 Table 1 presents the profile of responding co-operatives regarding co-operatives’ 
cluster, business function, type of AIS and no. of years of AIS usage. Small cluster co-
operatives dominated the sample with 42% of the respondents followed by medium and 
large cluster (35% and 23% respectively. When it concerns business function of the co-
operatives, the highest respondents are agriculture (28%) and finance (28%). With 
regards the type of AIS used, nearly half of the respondents (44%) used commercial 
software followed by in-house-developed software (38%). When it concerns the no. of 
years of AIS usage, 38% of the respondents have been using AIS for more than ten years. 
Meanwhile, 21%, 18% and 23% of the respondents have been using AIS for about 6 to 10 
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Table 1. Profile of Responding Co-operatives 
Co-operative Information Category No. Percentage 
Cluster Small 50 42 
 Medium 42 35 
 Big 28 23 
    
Business Function Banking 4 3 
 Agriculture 33 28 
 Industrial 6 5 
 Construction 1 8 
 Services 11 9 
 Finance 33 28 
 Housing 2 2 
 Consumer 14 12 
 Transportation 16 13 
    
Type of AIS In-house-developed software 45 38 
 Commercial software  53 44 
 Customised software 17 14 
 Others* 5 4 
    
No. of years using AIS Less than 3 years 28 23 
 3 - 5 years 22 18 
 6 - 10 years 25 21 
 More than 10 years 45 38 
* Co-operatives outsource the used of AIS software to a third party 
 
Table 2 displays the type of AIS used according to co-operatives cluster. In general, of all 
the type of AIS, commercial and in-house-developed software appear to be ranked first 
and second respectively in the ranking of AIS software used by co-operatives. Analysis of 
the software usage according to co-operatives’ cluster was further conducted. When it 
concerns the small cluster, about 50 % of the respondents used an in-house-developed 
AIS software and about 40% of them used commercial software (i.e. UBS, Mr Accounting, 
MYOB, and APLUS). With regards to medium cluster, relatively similar number of 
respondents used in-house-developed and commercial software (40% and 38% 
respectively) in their co-operatives. On the contrary, commercial AIS software dominated 
the type of AIS usage (61%) in the big cluster co-operatives. Further analysis using 
Pearson Chi-Square shows that there is a significant association between the types of AIS 
software used and co-operatives clusters (Chi-square=14.744, df=6, p<0.05). 
 
Table 2. Type of AIS according to co-operative cluster 
Type/Cluster Small Medium Big No. % No. % No. % 
In-house-developed 25 50 17 40 3 11 
Commercial  20 40 16 38 17 61 
Customised 3 6 7 17 7 25 
Others 2 4 2 5 1 4 
Total 50 100 42 100 28 100 
 
Table 3 tabulates types of AIS used by co-operatives and their performance. In the earlier 
discussion, co-operatives performance was measured using a seven-item of Likert scales 
ranging from 1 (strongly disagree) to 5 (strongly agree). Co-operatives are considered 
under high-performance group if the value of total performance is exceeding its mean 
value (i.e. mean value = 21). In total, the number of low and high-performance co-
operatives is relatively similar (49% and 51 % respectively). Further analysis of high-
performance co-operatives shows that co-operatives which used commercial and in-
house-developed AIS software are ranked first and second (39% and 38% respectively). 
Examining AIS Software and Co-operative Performance in Malaysia  
10 
However, analysis using a Chi-Square test for independence suggest weak evidence of a 
relationship between co-operatives performance and the types of AIS software used (Chi-
square = 7.027, df = 3, p = 0.071). Since the p-value of 0.071 is larger than the alpha value 
of 0.05, the result indicates that there is no significant association between co-operatives 
performance and the types of AIS software used. 
 




developed Commercial Customised Others Total 
No. % No. % No. % No. % No. % 
Low Performance 22 37 29 49 4 7 4 7 59 49 
High Performance 23 38 24 39 13 21 1 2 61 51 




This paper examines the profiles of AIS software usage and the relationship between 
different types of AIS software usage and co-operative performance. When it concerns 
the former, the commercial and in-house-developed AIS software is found to be mostly 
used by co-operatives. Also the in-house-developed and commercial AIS software are 
mostly used in small and medium clusters co-operatives. On the contrary, most of the big 
cluster co-operatives prefer to use customised AIS software for their organisation. As for 
the latter, we found that high-performance co-operatives have been using commercial and 
in-house-developed AIS software. However, no significant relationship between types of 
AIS software usage and co-operative performance were reported. This suggests that co-
operative performance is not associated with the types of AIS software used by the co-
operatives. The possible explanation is that AIS software used by the co-operatives is 
generic. As mentioned earlier, the RBV postulates that a resource (i.e. AIS software) must 
be valuable, rare, imperfectly imitable and non-substitutable to contribute towards 
performance (Barney, 1991). However, given the types, AIS software used by most co-
operatives are in-house developed and commercial AIS software, they do not meet these 
criteria. For example, the software is not rare because it is available to competitors. Also, 
it is imitable because it is possible for other competitor co-operatives to acquire. 
Additionally, the software is easy to replicate and exchanged with other alternatives. 
 The findings of this study are subject to limitations thus need to be read with caution. 
Firstly, the findings are based on a modest sample size of 120 responses. Future research 
is therefore suggested to employ a larger sample size to allow generalisation of findings. 
Secondly, the study is confined to co-operatives that have been using AIS software. Future 
research may include both co-operatives that used and do not use AIS software. This will 
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